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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Implement Rulemaking 04-04-026
the California Renewables Portfolio Standard (Filed April 22, 2004)
Program.

REPLY OF THE CALIFORNIA WIND ENERGY ASSOCIATION AND THE GREEN
POWER INSTITUTE TO RESPONSES TO THE PETITION FOR
MODIFICATION OF DECISION 05-12-042

I INTRODUCTION

Pursuant to Rule 16.4(g) of the California Public Utilities Commission's ("Commission")
Rules of Practice and Procedure and Administrative Law Judge ("ALJ") Simon's Ruling on the
California Wind Energy Association's ("CalWEA") and the Green Power Institute's ("GPI")
Motion to Expedite, CalWEA and GPI respectfully submit this Reply to Responses to CalWEA's
and GPI's Petition for Modification of Decision 05-12-042 ("Petition to Modify").

Five of the eight responses to Petition to Modify support CalWEA's and GPI's proposal to
include a greenhouse gas ("GHG") adder in the Market Price Referent ("MPR") determination.
The three responses that object to the Petition to Modify are those of the three investor-owned
utilities. Two of those three, Pacific Gas & Electric Company ("PG&E") and San Diego Gas &
Electric ("SDG&E"), object more to the timing than the substance of CalWEA's and GPI's
proposal. Indeed, PG&E states “PG&E acknowledges that, in the future, a GHG adder may be
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appropriate.

! Response of PG&E, p. 1.



The broad support demonstrated by consumer advocates, utilities, environmental groups,
and renewable energy developers, however, confirms the overall merit of CalWEA's and GPI's
proposal to include a GHG adder in the equation used to calculate the long-term MPR (10 - 20
year duration) for the RPS program. A GHG adder is appropriate, and the appropriate time is
now.

II. DISCUSSION

In Decision 05-12-042, the Commission acknowledged that a GHG adder for the MPR
would become appropriate when GHG “policy discussions are translated into regulatory
programs or other sufficiently concrete market impacts."*> The enactment of SB 1368 and AB 32
commit California to a comprehensive regulatory program that greatly limits the emissions of
GHGs associated with the production of California’s electricity supply. CalWEA's and GPI's
Petition to Modify details the solid legal arguments in support of the proposal for a GHG adder
in the MPR. Rather than repeat those arguments in this Reply, CalWEA and GPI will address
the utilities' arguments.

A. With Enactment of AB 32 and SB 1368, GHG Costs Are
Sufficiently Quantifiable Today

In Southern California Edison Company's ("SCE") Response to CalWEA's and GPI's
Petition to Modify, SCE makes several assertions that bear correction. SCE argues that because
the Commission and the California Air Resources Board ("CARB") have yet to publish final
regulations pursuant to AB 32, "quantifiable impacts in the form of a GHG adder to the MPR
would only be speculation."3 Even after the Commission promulgates regulations, an exact

“quantifiable impact” may not be immediately known because the AB 32 program is likely to be,

D. 05-12-042 at 48.
? SCE Response to Petition to Modify, p. 3.



in part, market-based. Any market response to this program of declining emission allowances
will likely evolve in a manner that is difficult to predict at the outset.

Nevertheless, AB 32 and SB 1368 firmly entrench a statutory GHG reduction program,
and the process of compliance is in motion. Retail providers in California who ignore the carbon
intensity of their long-term procurement decisions today do so at their own peril. The carbon
intensity of long-term generating resources is already influencing the electricity marketplace.
The Commission's trigger for the inclusion of a GHG adder in the MPR has been reached.

B. The Utilities' Argument Regarding Load-Based Caps versus
Source-Based Caps Is a Red Herring.

SCE further argues that (1) because the Commission signaled its preference for a load-
based GHG emissions cap in Decision 06-02-032; and (2) the MPR applies to generating
sources, that “[t]Jherefore, assuming the Commission adopts GHG limits based on load-base caps
for LSEs, the regulations for AB 32 will never be applicable to the MPR, because no known 'out-
of-pocket’ expenses for conventional generation will ever be established.” This argument is the
ultimate red herring. Regardless of whether the Commission ultimately adopts a load-based cap
or a source-based program,5 there will be-a cost to reduce the greenhouse gas emissions
associated with electricity production — even with the most efficient regulatory regime in place.
The Commission can estimate this cost using analytical tools that it has already adopted for other
equivalent applications, as argued in CalWEA's and GPI's Opening Petition to Modify. CalWEA
and GPI propose that the Commission apply those analytical tools and incorporate a GHG adder

in the 2007 and subsequent MRPs.

* SCE Response, pg. 3.
5 Currently, both approaches are on the table, with SCE advocating strongly for the source-based alternative.



C. CalWEA's and GPI's Petition to Modify is Limited to the
Issue of Including a GHG Adder in the 2007 and Successive
MPRs.

The Center for Energy Efficiency and Renewable Technologies' ("CEERT") Response to
the Petition to Modify expresses a range of concerns regarding the use of the MPR within the
context of the Commission’s overall RPS program. These concerns go beyond the limited
purposes of CalWEA's and GPTI's Petition for Modification. CalWEA and GPI share many of
CEERT’s concerns, particularly those of scrupulously preserving the statutory purpose of the
MPR to allocate the costs of a long-term RPS project between the retail provider and the
supplemental-energy payment program. CalWEA and GPI ask that the Commission consider the
Petition to Modify, however, within the limited context in which CalWEA and GPI offered it.
CalWEA and GPI request that the Commission add a GHG adder to the existing calculation for
the determination of the MPR used for sanctioned RPS solicitations for long-term generating
resources. CalWEA and GPI also respectfully request that the Commission act now so that the
Commission can incorporate any GHG adder into the 2007 MPR. Finally, CalWEA and GPI
request that any action taken by the Commission in response to this Petition to Modify not
prejudice any future actions the Commission deems appropriate regarding the MPR and GHG
regulation.

III. CONCLUSION

For the foregoing reasons, the CalWEA and GPI respectfully request the Commission

modify Decision 05-12-042 to include a GHG adder in the annual MPR for the RPS solicitations.
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